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April 19, 2001
Contact: Paul Polzin, Bureau of Business and Economic Research, (406) 243-5113.
UM EXPERT: ELECTRICITY CRISIS WILL SLOW STATE’S ECONOiMY
iMISSOULA Montana’s economic growth rate will slow in 2001 and 2002 because of the electricity
crisis, according to Paul Polzin, director of The University of Montana Bureau of Business and
Economic Research.
Polzin said the state economy is projected to grow by 1.1 percent in 2001 and 1.6
percent in 2002, which is down from the 2000 growth rate of 2.2 percent. He said the
electricity crisis already has caused closures, cutbacks and other modifications by a number of
large companies and firms, including two large mines in the Butte area, a pulp and paper plant
near Missoula and the aluminum refinery in Columbia Falls.
“The long-term outlook for electricity prices is still very murky,” Polzin said. “Right
now we have incorporated a two-year negative impact into our forecasts. If it turns out to last
longer or have more widespread effects, we’ll have to revise our projections.”
The electricity crisis is not the only threat to Montana’s economy, Polzin said. The
present slowdown in the national economy also poses a risk for the state, but such an impact
cannot be incorporated into Montana forecasts until more information is available.
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“First of all, we don’t know yet if there will be a recession,” Polzin said. “The current
consensus forecasts call for a ‘soft landing’ - slower growth but no recession. Secondly, even
if there is a recession, we’ll have to wait and see what kind of recession it is before we can
project its impacts here in Montana.
“For example, the last official recession in 1990-91 was not even noticeable here in
Montana, but the near-recessions in 1995 and 1998 are clearly seen in Montana data,” he said.
Montana continues to benefit from the labor-productivity-enhancing effects of the “new
economy,” Polzin said. The state’s labor-productivity growth jumped to 2.7 percent per year
during the late 1990s, up 2.2 percent per year during the previous decade.
The business investment boom in computers and information technology that started in
the early ’90s caused the acceleration in labor productivity. He said this rapid
labor-productivity growth is expected to continue into the future.
Personal income, one of the determinants of retail sales, will increase about 1.9 percent
per year between 2001 and 2004. This is down slightly from the rates experienced a few years
ago, Polzin said, and reflects a slowing of various non-wage components such as dividends,
interest and Social Security payments.
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